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Jensen Huang has been CEO for 32 years. 
They had their IPO 26 years ago.  Their stock value from 1999 to 2025.

Startup success doesn’t happen overnight. 



Step 1: Listen to the waves. 
Step 2: Create something people want.  
Step 3: Draw the landscape.  
Step 4: Build an engine of growth.  
Step 5: Engineer an economic model. 
Step 6: Develop a capital strategy. 
Step 7: Frame a funnel. 
Step 8: Be a master storyteller. BU
S-
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Spreadsheets! 
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Engineer an economic model. 



Pets.com
Because pets can't drive.



November 1999, Pets.com received $35 million in venture funding from 
Bowman Capital Partners, and Hummer Winblad Ventures.   

Market numbers were awesome: Sixty percent of all American homes have 
pets, and the $23 billion market segment was larger than toys or music.  

The vanity metrics were awesome: The website won numerous awards for 
its beautiful design, and by late 2000 attracted over 1.9 million unique 
visitors. 

The business model was awesome: deep discounts and free shipping! 

Pets.com







From February to September 1999, Pets.com earned revenues of 
$619,000, and spent $11.8 million on advertising. 

For every dollar the company paid to UPS for shipping, it collected 
$0.43 from customers.   

In November 2000, the company ceased operations, after $300 
million in investor dollars had gone down the toilet in less than 2 
years.

Pets.com
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• Y-combinator class of 2011 

• Huge opportunity - tutoring is a $5 billion market.  

• Financial model showed they needed almost no marketing budget because the 
founders were SEO experts and could get good Google search results.  

• Raised $1.8M from Sequoia, YC, and other top venture investors.  

• Signed-up 7,000 tutors in the first few months.  

• Economic model was 50% cut of each transaction 
(average $50/hour, each student would buy an average of 6 tutoring sessions). 
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●In March of 2013 Google changed its algorithm 

and Tutorspree found their SEO traffic reduced by 

80% overnight.  

●
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Unit Economics



Unit Economics
Every business distills down to unit economics. 

Something we can produce for X, and customers will pay Y for it.

One Unit. 



One Unit. $1{



One Unit. $1{ {
{

$.25 cost to produce the unit. 

$.75 gross profit per unit. 



For a widget factory, one unit is one widget.

One 
Unit. 



For lemonade 
stand, one unit 
is one glass of 

lemonade.

One 
Unit. 



For a consulting 
firm, one unit is 

one hour of 
billable time.

One 
Unit. 



For a bakery, one 
unit is one loaf of 

bread.

One 
Unit. 



For Netflix, one 
unit is one 

subscription-
month.

One 
Unit. 



For an airline, 
one unit is one 

seat-mile.

One 
Unit. 



One Unit. $1{ {
{

$.25 cost to produce the unit. 

$.75 gross profit per unit. 

Unit Economics
Every business distills down to unit economics. 

Something we can produce for X, and customers will pay Y for it.



Enterprise Economics

G&A (overhead):

Management salaries, insurance, 
IT costs, rent, utilities, etc, etc, 

etc,

Units sold:

Fixed Overhead Breakeven



Enterprise Economics

G&A (overhead):

Management salaries, insurance, 
IT costs, rent, utilities, etc, etc, 

etc,

Units sold:

Fixed Overhead
{Operating 

Profit



One Unit. $1{ {
{

$.25 cost to produce the unit. 

$.75 gross profit per unit. 

Unit Economics
Every business distills down to unit economics. 

Something we can produce for X, and customers will pay Y for it.

What is one unit for your venture?



Understanding unit economics will lead us 
to the most important equation of all:  

CAC < LTV

One Unit. $1{ {
{

$.25 cost to produce the unit. 

$.75 gross profit per unit. 



CAC < LTV
Customer Aquisition Cost must be less than the Lifetime Value of a customer. 

It’s fundamental economics. Having this equation wrong is a leading cause of startup death. 

One equation to rule them all: 



CAC = $10

Let’s say we spend $10,000 
in the quarter and we get 
1,000 new customers.  

We make $5 gross profit on 
every widget we sell.  

On average a new 
customer ends up buying 2 
widgets in their first order, 
and then come back and 
buy 3 more.  

LTV = $25
Winner winner chicken dinner!



CAC < LTV
Customer Aquisition Cost must be less than the Lifetime Value of a customer. 

It’s fundamental economics. Having this equation wrong is a leading cause of startup death. 

One equation to rule them all: 



Amazon customers spend an average of $790/year.  Amazon 
Kindle owners spend $1233/year. 

The average Netflix subscriber stays on board for 25 months, 
with a LTV of $291.25 

The average Starbucks customer spends $24.30/week and 
remains a customer for 12 years. That’s $15,163, and Starbucks 

has an average margin of 21%, so the lifetime value of a 
customer is $3,184.



“The purpose of a business is to create and keep a customer.”  
- Peter Drucker



“The purpose of a business is to create and keep a customer.”  
- Peter Drucker



CAC < LTV
Eventually, Customer Aquisition Cost must be less than the Lifetime Value of a customer. 

Typically, the Lifetime Value of a customer 
goes up over time, as you get better at 

keeping customers longer, cross-selling and 
upselling, getting referrals to new 

customers, etc. 

LTV



CAC < LTV
Eventually, Customer Aquisition Cost must be less than the Lifetime Value of a customer. 

Typically, your Customer Acquisition Cost 
goes down over time, as you optimize your 

marketing efforts, build brand equity, 
partnerships begin to pay off, and your 

word-of-mouth footprint grows. 

CAC



CAC < LTV
Eventually, Customer Aquisition Cost must be less than the Lifetime Value of a customer. 

The Promised Land

CAC

LTV



Economic Modeling. 



“The point of a economic model is to tell a story 
with numbers – a story about opportunity, resource 
requirements, market forces, growth, milestone 
achievements, and profits.” 

 – Guy Kawasaki



Income Statement (P&L) 
Balance Sheet 

 
GAAP Accounting Rules 

Depreciation Tables 
Modified Accelerated Cost Method

Tonight we’re creating an economic model for our venture, not financial statements.  
Accounting statements are backward-looking, for reporting and tax purposes. 























Creating an Economic Model for your venture:
• Don’t get hung up on having perfect numbers. Toss guesses on there and 

you can refine and validate as you go along. That’s what spreadsheets 
are good for! 

• Don’t think you need to be a financial expert who knows GAAP 
accounting rules. This is a cash-on-cash model. You can do it.  

• There are two ways to create budgets: top-down and buttom-up. This is a 
bottom-up exercise.  

• Don’t outsource this. If you are going to be a CEO you have to feel the 
fundamental economics of the operation deep in your bones, and that’s 
not going to happen if you hire a freelancer on Fiverr to build it for you. 



The purpose of a good economic model:

• Understanding the levers for your particular venture.  

• Informing the capital strategy.  

• Uncovering hidden insights.  

• Understanding scaling dynamics for your particular venture.  

• Communicating with investors and other stakeholders. 











Last Saturday we had our side session on Nonprofits, NGOs, and Social Ventures. 
I’ve put a complete recap for you on the class website.  



Optional session before our class on May 21. 

Led by Utkarsh Sanjanwala 
CEO of the World Yoga Federation 
Graduate of BUS-217 and BUS-219. 

Mindfulness and Meditation for Entrepreneurs.





May 3, 2025



Warren Buffett 
CEO, Berkshire Hathaway 
6th Richest Person in the World 
Net worth $154 billion. 



Saved the money he made delivering newspapers.  
At the age of 11 started investing in the stock market. 

Went to Wharton and then Columbia Business School. 



Started buying stock in a textile manufacturing company called Berkshire Hathaway, starting at 
$7.50 per share, bought more and more . 

 
The CEO wanted to buy the shares back, and offered $11.50 per share. They made a handshake 

deal but then when the paperwork arrived it was for $11.37 per share.  
 

Warren Buffett was angry about this slight, so instead of selling he bought more shares and 
eventually took over the company.  



Today he calls it the worst deal he ever did.  
“What I learned is never do a deal because you’re angry” 



After closing all 15 Berkshire Hathaway textile mills, he kept the shell of a 
company and used it as a holding company.  

One of his professors at Columbia was on the board of Geico Insurance, so 
Warren Buffett started buying some shares of stock.  

He became fascinated with the insurance business. Customers pay their 
premiums in advance, and you don’t have to pay out until claims come much 

later. In the meantime, you get free “float” from all that cash. 

Eventually, he bought all of Geico, and some other insurance companies, 
figuring he could use the float to buy more companies.  



Today, Berkshire Hathaway owns 189 companies, from See’s Candies to 
NetJets, from Geico Insurance to Duracel Batteries.  

$374 billion in revenue, as of 2024. 
Current market capitalization of $1.1 trillion.  

He still pays himself the same $100,000/year salary he’s paid himself for the 
past 25 years.



He still lives in the house he bought in 1958. 



The website reflects his no-frills values. 



Go to the website and read his annual letters to shareholders.  

You will find more business wisdom in one place than anywhere else in the world 





“It takes 20 years to build a reputation, and 
five minutes to ruin it. If you think about that, 
you’ll do things differently”. 



“I don’t look to jump over 7-foot bars. I look for 
1-foot bars I can step over.”



“It’s better to hang out with people better than you. Pick 
associates whose behavior is better than yours and you’ll drift 
in that direction”.  



“Of the billionaires I have known, money just brings out the 
basic traits in them. If they were jerks before they had money, 
now they are simply jerks with a billion dollars”  



Warren Buffett



Warren Buffett



Warren Buffett
“Learning effective public 

speaking skills changed my life”.



Step 1: Listen to the waves. 
Step 2: Create something people want.  
Step 3: Draw the landscape.  
Step 4: Build an engine of growth.  
Step 5: Engineer an economic model. 
Step 6: Develop a capital strategy. 
Step 7: Frame a funnel. 
Step 8: Be a master storyteller. BU
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